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Foreword by Gary Orfield 



We are in the midst of a destructive set of federal, state, and local changes in higher 
education policy that limit the ability of minority and low-income families to go to college, 
damage their future and the future of their communities, and sacrifice too much of the human 
potential of a society where soon half of all school age children will be non-white. In our society, 
individuals and families who have not benefited from attending postsecondary education are far 
less successful financially, earning less in real terms than they did a generation ago. More than 
ever before, social and occupational mobility is related to higher education. Therefore, our goal 
must be to develop policies and programs that increase access to those students who have been 
overlooked in the past. 

During the 1960s and 1970s there were various attempts to do just that. We kept tuition 
prices down, greatly raised financial aid for poor families, created the work study program, and 
developed affirmative action plans to increase minority enrollment. Gaps narrowed and minority 
college going increased. 

Since that era, however, we have witnessed a significant reversal of access to higher 
education for minority and low-income students. Now we have high and rapidly rising tuitions, 
affirmative action has been banned in some of our largest states, institutions have increased their 
entrance requirements, and gaps in college participation are growing by both race and income. 
National studies have disclosed huge gaps of unmet financial need for low-income students. 

Imagine someone reacting to higher education’s current situation by saying that what we 
needed were large new programs to subsidize white and middle- to upper-income students to 
attend college, and that it was not necessary to raise need-based aid even enough to cover new 
tuition increases. We would give some minority students entering awards because of their 
relatively high grade point averages from inferior segregated schools. However, we will take 
their aid away when they cannot get a “B” average in a vastly more competitive college setting 
and blame them for not being up to the task. A huge amount of money would go into this new 
program, far more than was spent for the need-based scholarships in some states. We would get 
the money from an extremely regressive tax — a state lottery that drew money disproportionately 
from poor and minority players. In other words, poor blacks and Latinos would end up paying a 
substantial part of the cost of educating more affluent white students, who would have gone to 
college even if they had not had the additional financial incentive. And to add insult to injury, 
colleges would cut their own financial aid funds, or shift these resources to give more money to 
high scoring students. In cases where the financial aid made more students eager to go to a 
particular institution in the state, rather than an out-of-state school where they would have to pay 
tuition, the in-state institution could raise its selectivity ratings by excluding students with lower 
scores, students who would usually be minority and from less affluent families. 

A policy such as this would make no educational sense. Yet this type of policy is now in 
place in more than a dozen states. Of course, no one intended to skew financial aid in these ways, 
but the broad-based merit aid scholarship programs states have adopted have produced these 
results. Although these programs stem from very popular, good ideas — rewarding the “best” 
students and keeping them in their state — their ultimate effects are of huge concern to those 
interested in the civil rights of underrepresented students. Genuine access to higher education for 
poor and minority students is as basic to civil rights today as access to high school was a half 
century ago. 
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There are a series of basic reasons why these programs are not only unable to address serious 
education issues but are also making the inequities in college participation worse. First, the 
primary purpose of financial aid is to make certain that we do not decide access to college on the 
basis of family income and wealth. In a society where all the growth of income goes to those 
with education beyond high school and equal access to education is the only tool we have for 
making things fair, we have to make college possible for all who can benefit. Otherwise, we may 
lock in inequality from generation to generation and perpetuate the kinds of deeply rooted class 
structures that have troubled older societies. In our society, of course, these structures would tend 
to perpetuate racial inequality as well. 

A second reason for need-based rather than strictly merit-based financial aid is that the 
students with the highest scores and grades are usually from better-off families and are most 
likely to go to college without any aid. Furthermore, the “neutral” measures of merit are actually 
very strongly related to unequal family background. For example, the high SAT scores received 
by a student with college-educated parents, with lots of books and educational materials at home, 
who has gone to very good schools, who has had the best teachers, peer groups of similarly 
educated students, and enriching summer experiences, is not simply a measure of aptitude or 
native ability but is, to a considerable extent, a measure of and the result of privilege. In fact, of 
all measures, race and social class show the strongest correlation with SAT scores and high 
school grade point average, with students from poorer and minority families scoring lower on 
both measures. This test (which is used in some states to award merit scholarships) does measure 
significant differences, of course, but it has been repeatedly shown to be at best mildly predictive 
of first-year grades in college and has been shown to have little validity in predicting longer-term 
academic success. 

Yet another reason why the role of family resources and financial aid in promoting 
college access needs to be looked at very closely is that tuition costs have risen more rapidly than 
family income virtually every year for more than two decades and, during this period, the 
incomes of families have become far more unequal. This means that more and more families 
simply cannot afford to send their children to college without aid. The recent report of the federal 
Advisory Committee on Student Financial Assistance, Empty Promises: The Myth of College 
Access in America , concludes that there is a gap of several thousand dollars between the aid that 
is available to needy students and the cost of college. Millions of families, including most of the 
nation’s minority families, have virtually no savings or net worth (such as equity in a home) to 
draw against to pay for college. Too many students are forced into impossible situations, such as 
working full-time, raising families, and trying to go to college part-time, which greatly lessens 
their chances to do well or ever graduate. Since many students have financial motivations when 
choosing a college or deciding to drop out, affordability issues become very critical. 

College affordability becomes particularly serious when tuition soars. Since the 1970s, 
whenever there is a recession the states have cut college funding and the public institutions have 
responded with sharp increases in tuition to avoid sudden cutbacks in services and programs. 
Because state budgets have to be balanced every year and there has been very strong political 
pressure against even temporary tax increases, there has just been an implicit decision to tax the 
students by shifting to them and their families more of the burden for paying for college. For the 
same reasons, there has often been a failure to raise state need-based aid significantly to even 
partially make up for the increase in tuition. The round of double-digit tuition increases 
announced in many public colleges and universities for the fall of 2002 shows this pattern in 
many regions. 



From a civil rights standpoint, shifting from need-based to “merit” aid means shifting 
funds from blacks, Latinos, and Native Americans to whites and Asians, from city and rural 
residents to suburban residents, from children from one-parent families to those who have two 
parents. These are clearly regressive changes in social terms. We are in a time in which all 
families worry about college costs and face costs that are higher relative to income than the 
parents experienced as students. Most Americans are not saving nearly enough to pay for their 
children’s college costs. Students worry about the debts they will face when they graduate. Even 
though the real costs are still quite manageable for middle-class families and the benefits of 
college education vastly outweigh the costs, everyone is feeling squeezed. Every parent who has 
a child who has worked hard in school and gets pretty good grades believes, of course, that his or 
her child has “merit.” In this situation it is incredibly popular for a politician to promise to help 
the worried middle-class families, the very families who vote at the highest level, by recognizing 
and rewarding the merit of their children. It is hard to imagine a more irresistibly popular policy, 
particularly if there does not have to be a new tax to pay for it. But as documented in this report, 
these programs often assist not just middle-class families, but very wealthy families as well. In 
this situation, those who get hurt are disorganized and politically ineffective and do not 
understand the complexities of the system, so the political costs are minimized. 

In the current state of affairs, with large social costs and deepening racial inequalities, it 
is extremely important that political leaders, college officials and college faculties, student 
organizations, and the press keep their eyes firmly on the basic question — are we spending a 
rapidly growing share of our inadequate student aid budgets to pay for programs that actually 
make college opportunity even more unequal? We see that students from families in the bottom 
fourth of the income distribution have less than one-eighth the chance to get a B. A. than do those 
in the top quarter. In addition, the more affluent students are thirty times more likely to get an 
M.A. than are their poorer counterparts. Racial gaps in both college participation and completion 
are huge. These differences threaten the future of a society that is becoming more multiracial, 
more unequal in income, and more dependent on education. In this situation taking scarce funds 
to aid students who would go to college anyway is indefensible and destructive. State leaders 
need to directly confront these issues, as do federal legislators considering Pell Grants, loans, and 
tax subsidies for affluent students and families that shape opportunities for millions of students. 

We hope that this report will bring the reality of merit aid programs to the attention of 
state policymakers and others involved in financial aid decisions. It is clear that many of the 
goals of these programs, especially those that involve increasing access to college, are not being 
met. Instead these programs are increasing already existing inequities in higher education. As 
brought to light by these studies, merit aid programs are, at best, not meeting their promises. At 
their worst, they are locking an increasing number of students out of college. 

Gary Orfield 

Professor, Harvard Graduate School of Education 
Co-Director, The Civil Rights Project at Harvard University 
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State Merit Scholarship Programs: an Introduction 

Donald E. Heller 




The author acknowledges the research assistance of Roger Geertz Gonzalez for work on portions of this chapter. 



State Merit Scholarship Programs : An Introduction 



Publicly-funded scholarships in the United States, since they began in significant levels 
in the 1960s, have been awarded primarily based on the financial need of the student and his or 
her family, with the goal of increasing .access to college and eliminating disparities in college 
participation among students from different socioeconomic groups. Beginning with passage of 
the Higher Education Act of 1965, and in particular, establishment of Basic Educational 
Opportunity Grants (now called Pell Grants) in the 1972 Amendments, federally-funded student 
aid has been used in order to help achieve equality of postsecondary educational opportunity 
(Mumper, 1996). The State Student Incentive Grant program, also part of the Title IV student aid 
programs, encouraged the development of state-funded scholarships. Many states responded by 
creating programs that used financial need as the primary criterion for awarding grants. The 
basic goal was to permit families to have access and choice for college in spite of their income 
levels. 

Financial aid is particularly critical for meeting the college access needs of minority 
students in the United States. Recent data from the United States Bureau of the Census (2002) 
indicate that in 2000, the median income of white families with at least one child ($60,226) was 
almost twice that of black ($30,841) and Hispanic ($33,288) families. Because of these 
differences in family resources, minority students depend much more upon financial aid to be 
able to afford a college education. 

State-funded grants have become an increasingly important source of financial aid in the 
last two decades. From the 1980-81 academic year to 2000-01, current dollar spending on federal 
Pell and Supplemental Educational Opportunity Grants increased 214 percent (College Board, 
2001), while spending on state-sponsored grants to undergraduates increased 447 percent 
(National Association of State Scholarship and Grant Programs, various years). 

During this period, however, the use of financial need as the main basis for awarding 
scholarships by the states has eroded. Academic merit — measured in many different forms — has 
replaced financial need as the primary determinant for the awarding of scholarships in most of 
the new state grant programs developed over the last decade. 1 Between 1991 and 2001, spending 
by the states on need-based scholarships for undergraduates increased 7.7 percent annually, 
while spending on merit programs increased at an 18.3 percent annual rate (National Association 
of State Scholarship and Grant Programs, various years). The proportion of state grants awarded 
based on merit, rather than need, has risen from 1 1 percent to 24 percent during this period. 

The first and best-known broad-based state merit scholarship program is the Helping 
Outstanding Pupils Educationally (HOPE) program in Georgia. Begun in 1993, it is now the 
largest state-run merit scholarship program in the country, awarding approximately $300 million 
in 2000-01. Funded by the Georgia Lottery, the program awards scholarships to students who 
attain a B average in high school core curriculum subjects (Mumper, 1999). Students have to 
maintain a B average while enrolled in college in order to retain the scholarship. The scholarship 
provides for full tuition (plus a $150 per semester book allowance) at any public institution in the 
state, or $3,000 for students attending a private institution in the state. While the program 
originally included a family income cap of $66,000, by its third year the cap had been removed. 

The popularity of Georgia HOPE helped spur the development of similar programs in 
other states. As of 2002, 12 states had implemented broad-based merit scholarship programs that 
do not use financial need in determining eligibility. 2 These states awarded a combined $863 
million in merit awards during the 2000-01 academic year, almost three times the $308 million 
provided in need-based aid by those states (National Association of State Student Grant & Aid 
Programs, 2002). Table 1-1 summarizes these programs. 
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Table 1-1: State Merit Scholarship Programs 

Program Funding Award Award 
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State Merit Scholarship Programs: An Introduction 



As the table indicates, many of the programs share some common characteristics, but 
there are important differences. Florida’s Bright Futures Scholarship program, like Georgia’s, 
uses the state lottery as a funding source and awards full scholarships to students attending state- 
sponsored institutions of higher education (and a comparable amount to those enrolled in private 
institutions). But the criteria for the scholarships in Florida include SAT scores as well as grade- 
point averages, while Georgia relies only on grade-point averages. 

Michigan’s Merit Award Scholarship, meanwhile, awards one-time grants of $2,500 to 
students attending state-sponsored institutions who earn high scores on the state’s curriculum- 
based assessment. The program is funded by the state’s share of the national tobacco settlement. 

New Mexico’s Success Scholarship is similar to Georgia’s, in that it awards full 
scholarships to students who attend state-sponsored colleges and universities and is funded by 
the state lottery. But the criterion for awarding Success Scholarships is first-year college grade- 
point averages. 

States have articulated three primary motivations for the creation of these programs: 

• to promote college access and attainment. The Michigan law that established that 
state’s award program, for example, stated as a goal that the program would 
“increase access to postsecondary education” (Michigan Merit Award Scholarship 
Act, 1999). 

• to encourage and/or reward students who work hard academically. The Florida 
statute creating its program states that it was created “to reward any Florida high 
school graduate who merits recognition of high academic achievement” (Florida 
Bright Futures Scholarship Program, 1997). The web site for West Virginia’s 
PROMISE scholarship, meanwhile, cites other states’ experience as evidence that 
the program has a motivational effect: “Several other states have found that the 
quickest and most effective way to motivate students to study harder and to 
achieve in school is to offer good students the opportunity to attend college 
tuition free” (Promise Scholarship Program, 2002). 

• to stanch the “brain drain” of the best and brightest students and encourage them 
to attend college in the state. As the University of Alaska web site states, “The 
UA Scholars Program is designed to help reduce the number of Alaska’s high 
school graduates who leave the state for education and jobs elsewhere” 

(University of Alaska, 2002). 

Promotional material for South Carolina’s LIFE Scholarship, meanwhile, claims 
all three goals: “The purpose of the LIFE Scholarship program is to increase access to 
higher education; improve employability of South Carolina's students; provide incentives 
for students to be better prepared for college; and to encourage students to graduate from 
college on time” (South Carolina Commission on Higher Education, 2002), 

Since most of these programs have been implemented in recent years, there has been little 
research conducted to determine whether these merit programs actually do meet the goals that 
have been established for them. Research on more traditional need-based grant programs has 
demonstrated their effectiveness in promoting college access, particularly for lower-income 
students/ But little is yet known regarding whether merit scholarships promote college access 
and educational attainment in a state. 

This question is crucial at a time when college access has become a critical public policy 
issue in the country. In particular, policy makers are growing concerned about the persistent gaps 
in postsecondary participation between rich and poor, and between racial majority and minority 
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students (Advisory Committee on Student Financial Assistance, 2001). These gaps have 
persisted despite the implementation of need-based and merit-based aid;.for example, the gap in 
college participation rates between students in the lowest income quartile and those in the 
highest income quartile is almost as large today as it was 30 years ago, before implementation of 
Pell Grants and the state grant programs described in this chapter. 

While many issues influence whether students attend college — including academic 
preparation, family and peer influences, and sociocultural factors — financial resources play an 
important part in contributing to the participation rate gap. According to Access Denied (2001), 
the report of the Advisory Committee on Student Financial Assistance, lower-income students 
face a staggering amount of unmet need — the difference between the cost of attending college 
and the amount of funds available from a student and her family’s resources, including all forms 
and sources of financial aid — compared with their more affluent peers. In 1996, the report notes, 
lower-income students attending four-year public institutions faced an average unmet need of 
$3,800 per year, compared to $400 for higher-income students. Thus, the typical lower-income 
student would face a total unmet need in excess of $15,000 if they were able to attain a 
baccalaureate degree in just four years, a daunting task today for even the most well-prepared 
and well-financed student. At community colleges, unmet need averaged $3,200 per year for 
lower-income students, compared to $100 for wealthier students. If state scholarships are unable 
to narrow these gaps, or at least not exacerbate them, the challenge of increasing access to higher 
education for low-income students will be severe. 

Understanding the impact of merit scholarship programs is particularly important in light 
of the challenges facing higher education in the near future. Research conducted by Anthony P. 
Camevale and Richard Fry (in press) shows that higher education is likely to face an increase in 
enrollments of 1 .6 million undergraduates in the next dozen years. In addition, the income and 
racial profile of this influx of students indicates that the need for grants and scholarships to help 
pay for college will grow faster than the growth in enrollment, putting even more demands on 
financial aid resources. 

At the same time the nation is facing these demographic trends, state capacity for funding 
higher education — along with the willingness to do so — is being diminished. A report produced 
by the National Center for Public Policy and Higher Education outlined the constrained revenue 
growth faced by the states, combined with the increased need for funding areas other than higher 
education (Hovey, 1999). These fiscal constraints will only make it more difficult for states to 
meet the financial needs of the coming cohorts of students. 

In this report, researchers examine four of the country’s merit scholarship programs — 
including three of the nation’s four largest programs — to assess the impact of these programs on 
their states. The research presented here focuses primarily on the question of whether these 
programs promote college access and attainment in each state, and how the programs serve the 
needs of students from different income and racial groups. The report opens with a study I 
conducted with Christopher J. Rasmussen of the University of Michigan that examines the merit 
scholarship programs in the states of Michigan and Florida. Following this is a study of the New 
Mexico lottery scholarship program, conducted by Melissa Binder, Philip T. Ganderton, and 
Kristin Hutchens of the University of New Mexico. 

The next three chapters look at the nation’s oldest and largest broad-based state merit 
scholarship program, the Georgia HOPE program. Christopher Cornwell and David Mustard of 
the University of Georgia use college enrollment statistics to examine how HOPE differentially 
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benefits white and black students in the state, and data from the Georgia Lottery to analyze who 
ultimately pays for the HOPE program. Susan Dynarski of Harvard University uses data from the 
United States Census Bureau to examine the impact of HOPE on students from different groups, 
including white and black students. Bridget Terry Long, also of Harvard University, switches the 
focus by looking at the impact of Georgia HOPE on colleges and universities in that state. The 
report concludes with a summary of the report and policy recommendations by Patricia Marin of 
The Civil Rights Project, Harvard University. 

The findings of each chapter of this report are very consistent. Using different data as 
well as varying research methodologies, the authors find that state merit scholarships are being 
awarded disproportionately to populations of students who historically, and today, have the 
highest college participation rates. This includes students from middle- and upper-income 
families, as well as white students . 4 The authors conclude that rather than helping to move each 
state closer to the goal of equality of educational opportunity, these merit scholarship programs 
are likely to exacerbate existing gaps in college participation, causing poor and minority students 
to fall further behind their wealthier and white peers. 

Because most state merit aid programs are still so new, and the criteria used for awarding 
the scholarships are so diverse, further research can help to determine whether the programs can 
be structured in a manner that better meets the needs of students who are underrepresented in 
American higher education. The evidence in this report, however, indicates that the four 
programs analyzed here do little to provide financial assistance to the students who need it most. 
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Notes 



1 Many states have small, non-need aid programs targeted at specific populations (such as military veterans, 
dependents of state employees, or widows and orphans of police or fire personnel killed in the line of duty). 
The programs described in this report include those programs that are generally available to any resident of the 
state who meets the specified merit criteria. Three additional states (California, Arkansas, and Washington) 
have broad-based merit programs that do utilize a family income cap. 

2 Ohio has a program that awards $2, 100 scholarships per year based on high school GPA and ACT score, but 
the program is restricted to a maximum of only 1,000 awards statewide. Thus, it is not considered a broad- 
based program as described in this chapter. 

3 See Heller (1997), Jackson and Weathersby (1975), and Leslie and Brinkman (1987) for reviews of the 
literature on tuition prices, financial aid, and college access. 

4 Because of the limitations of data availability, each chapter focuses only on the impact of these programs on 
certain racial groups in the state. 
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Introduction 

The last decade has seen a large growth in the use of merit scholarships by a number of 
states. Following the creation of the Georgia HOPE program in 1993, other states followed suit 
in developing broad-based merit scholarship programs. Two of the largest are Florida’s and 
Michigan’s, programs that have received little analytic scrutiny to date because of their recent 
implementation. This study attempts to fill this gap by using data from the Michigan and Florida 
programs to examine how students’ socioeconomic characteristics are related to eligibility and 
receipt of merit-based awards in these two states, and how different criteria used for awarding 
these scholarships affect distributional equity. Specifically, this paper attempts to answer three 
primary questions: 

• How does awarding of the Michigan Merit and Florida Bright Futures scholarships 
differ for individuals with varying racial and socioeconomic characteristics? 

• What relationship exists between the different criteria used to determine eligibility for 
the scholarships in the two states and the racial and socioeconomic distribution of 
awards? 

• What relationship exists between the distribution of awards and the college 
attendance patterns of students from individual high schools in the two states? 

The existing research on financial aid (described in more detail later in this chapter) has 
found it to be effective in promoting college access for lower income students. Need-based aid 
ends up being well targeted at African American and Hispanic students because of the strong 
relationship between race and income in this country. The analysis in this chapter will provide a 
comparison of whether the merit scholarship programs in Michigan and Florida are likely to 
reach a population (and have an impact on college access) similar to that of need-based 
programs. 

The Florida and Michigan Programs 

The Florida Bright Futures Scholarship program was created by the state legislature in 
1997. The Florida statute creating the program states that it was created “to reward any Florida 
high school graduate who merits recognition of high academic achievement” (Florida Bright 
Futures Scholarship Program, 1997, p. 1). Like Georgia, Florida had existing merit scholarship 
programs before the development of Bright Futures, and in fact, disbursed the largest amount of 
merit aid of any of the states before the development of HOPE in Georgia. Bright Futures 
consolidated Florida’s existing merit programs into a single program, and lowered the academic 
standard that needed to be met to win an award. 

As with HOPE, Bright Futures is funded from state lottery revenues (see Chapter 4 for an 
example of the issues related to funding for state lotteries), has no income eligibility cap, and 
awards scholarships for up to four years of undergraduate education. Since its creation, it has 
become the nation’s second largest state-run merit program. The program has three types of 
awards, two for use at one of the state’s degree-granting institutions (public and private), and one 
for students attending vocational/technical postsecondary education. A summary of the awards 
and eligibility requirements is shown in Table 2-1. 
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Table 2-1: Florida Bright Futures Scholarship Award Amounts and Eligibility Criteria 





Academic Scholars 


Merit Scholars 


Gold Seal Vocational 


Award amount 
(public institutions) 


100% of tuition and fees 
plus $600 


75% of tuition and fees 


75% of tuition and fees 


Award amount 


100% of tuition at 


75% of tuition at 


75% of tuition at 


(private institutions) 


comparable public 
institution 


comparable public 
institution 


comparable public 
institution 


High school GPA 


3.5 for college curriculum 
(15 courses) 


3.0 for college curriculum 
( 1 5 courses) 


3.0 in college courses and 
3.5 in vocational courses 


Minimum test score 


1270 SAT/28 ACT 


970 SAT/20 ACT 


Varies, depending on the 
test taken 


Other requirements 


75 hours of community 
service in high school 


- 


- 


Postsecondary GPA 
(for renewal) 


3.00 


2.75 


2.75 



Note: Alternative eligibility criteria exist for home-schooled students and GED recipients. All awards can be renewed for up to 
seven years or until a degree is earned, or a certain number of credit hours is attained (whichever comes first). Awards can 
be used only at postsecondary institutions in the state of Florida. 



Source: Postsecondary Education Planning Commission (1999). 



In its initial year of operation in 1997-98, the Bright Futures program awarded $69.6 
million to 42,519 students, or an average award of $1,637 per student (Florida Department of 
Education, 2001a). In its second year, the program expanded to award $93.3 million to 56,281 
students, with approximately 57 percent of the dollars going to existing postsecondary students 
renewing their scholarships, and the remainder awarded to incoming students (Sue Jones, Florida 
Department of Education, personal communication, January 12, 2000). In the most recent year 
for which data are available, $164.8 million were distributed to more than 87,000 students in 
2000-01, or an average of $1,894 per student (Florida Department of Education, 2001a). 

Michigan created its merit-aid program, the Michigan Merit Award Scholarship Program, 
in 1999, using a portion of its tobacco lawsuit settlement funds. The stated goal of the legislation 
creating the program was “to increase access to postsecondary education and reward Michigan 
high school graduates who have demonstrated academic achievement” (Michigan Merit Award 
Scholarship Act, 1999, p. 2). The program provides one-time grants of $2,500 to students 
attending in-state public institutions, and $1,000 to those attending private or out-of-state 
institutions, with no income eligibility requirements. In its first year in operation, in the 2000-01 
academic year, approximately 37,000, or 30 percent of all graduating seniors, qualified for a 
scholarship (Michigan Department of Treasury, 2000). 

The Michigan program awards scholarships to students who score at Level 1 (exceeds 
Michigan standards) or Level 2 (meets Michigan standards) on all four portions of the Michigan 
Educational Assessment Program High School Tests (MEAP HST). The MEAP tests are 
criterion-referenced tests designed to measure knowledge of the state’s curricular frameworks. 
The tests are given in four subject areas: mathematics, reading, science, and writing. Although 
the vast majority of scholarship recipients qualify through the MEAP test, the legislation also 
provides an alternative path for qualifying for the scholarships. To qualify under this alternative 
path, students must: 1) take all four subject area tests; 2) receive a score of Level 1 or 2 on at 
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least two of the tests, and 3) score in the top 25 percent nationally on the SAT I, ACT, or ACT 
WorkKeys tests. 1 All students in Michigan, regardless of family income or other characteristics, 
are eligible for the awards if they meet the test requirements. 2 

See the Appendix for information on the source of the data used in the analyses in this 
chapter. 

Theoretical Frameworks 

Two theoretical frameworks help us understand how the merit-aid programs in 
Michigan and Florida (as well as the other state programs in this report) influence the college 
enrollment decisions of high school graduates. The first is grounded in human capital theory of 
microeconomics. Gary Becker (1993) and Theodore Schultz (1963) are among the most 
prominent authors of this explanation for why individuals acquire education and training. They 
theorize that individuals seek to increase their amount of human capital in order to earn higher 
returns in labor markets. Individuals do this primarily through investing in education, seeking to 
acquire skills or credentials that increase their productivity and lead to greater labor market 
rewards. The theory of human capital is akin to the theory of production among firms; just as 
firms invest in capital (financial and physical) in order to maximize output, individuals invest in 
human capital in order to maximize their output. 

Since the potential rate of return on an investment depends on its initial price, the 
decision to attend college is also constrained by price. Thus, price theory in microeconomics 
helps explain the role of financial aid in college access and choice. The aid acts to lower the net 
price paid by the student, increasing the likelihood that she will be able and willing to invest in 
postsecondary education. Research on the college choice process (examples of which are 
described below) shows that financial aid is particularly effective at increasing the probability 
that a student from a lower-income family will enroll in college, and much less effective for 
students from higher-income families. 

There is a long and rich history of research studies that have examined the effectiveness 
of financial aid on influencing the decisions that potential students make about enrolling in 
college. This research is often referred to as "student price responsiveness," "student demand," or 
"student price elasticity" studies. Reviews of much of this research have been published over the 
last three decades by Heller (1997), Jackson and Weathersby (1975), and Leslie and Brinkman 
(1988). 

While these studies have been conducted at different times, utilizing a broad range of 
research methodologies and different samples of students, they have consistently reached two 
conclusions. First, different types of financial aid awards have varying impacts on college 
enrollment behavior: grants tend to have a stronger influence on college enrollment than do 
student loans or work study awards of the same magnitude. Second, students with different 
characteristics have varying enrollment reactions to changes in the amount of financial aid 
offered: African American, Hispanic, and low income students tend to be more price-responsive 
(i.e., they are more likely to enroll in college, or change the type of institution in which they 
enroll) than white and middle- and upper-income students. 

Two examples illustrate these effects. St. John (1990) analyzed the High School and 
Beyond sophomore cohort to examine the effects of tuition and financial aid increases on the 
college enrollment decisions of graduating high school students. He found that for low-income 
students, the enrollment response to a $100 increase in grant aid was over twice the response to a 
$100 decrease in the tuition price. In addition, the enrollment response of these students was 
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over twice as large as the grant and tuition sensitivity of higher-income students. Heller (1999a) 
examined the public higher education enrollment response of different racial groups to increases 
in state grant spending. He found that the enrollment response of African Americans to increased 
state grant spending was approximately 3.7 times as large as that of white students, and that of 
Hispanics was 2.8 times as large as that of whites. 

A second body of research that helps explain the effects of merit-aid programs examines 
the relationship between students’ socioeconomic characteristics and the results of standardized 
tests. Since these programs award scholarships based on test performance, differences in 
performance among varying groups of students help explain how the scholarships can have 
differential effects. 

Studies of high school students that have examined student characteristics such as race, 
ethnicity, or socioeconomic status (SES) have consistently found strong relationships between 
those constructs and performance on standardized tests. Significant achievement gaps between 
white and Asian American students on one hand, and Hispanic and African American students 
on the other, and between high SES students and low SES students, have been identified. These 
gaps persist regardless of what specific learning outcome is measured, or whether the analysis is 
conducted at the level of individual students within schools or at the level of the schools 
themselves. 

The gaps in test performance have been found consistently in reports from the National 
Assessment of Educational Progress (NAEP), a federal program that has tested nationally 
representative samples of students in various subjects since 1969. The gaps are present in every 
subject area and every grade level (Bruschi & Anderson, 1994; Donahue, Voekl, Campbell, & 
Mazzeo, 1999; Greenwald, Persky, Campbell, & Mazzeo, 1999; Lee, 1998; O'Sullivan, Reese, & 
Mazzeo, 1997; Reese, Miller, Mazzeo, & Dossey, 1997; Sedlacek, 1995). 

Because race and SES are often correlated, it is difficult to parse the effects of each factor 
on academic achievement (Orfield, 1994). One study that attempted to do so is a meta-analysis 
of seven previous studies, all of which used nationally representative samples of high school 
students from 1965 to 1996 (Hedges & Nowell, 1999). This study found that about a third of the 
African American-white racial gap in test scores is attributable to SES differences between the 
races. The authors also show that, while the gap is smaller at the bottom 5 percent and 10 percent 
of the test-score distribution (indicated by over-representation of African Americans), the top of 
the distribution shows a much larger gap: a hugely disproportionate underrepresentation of 
African Americans relative to whites. Unlike economic status at the student level, however, 
school-level resources have generally not been found to correlate with student performance. 
Students who attend schools with lower per-pupil spending do not perform worse on tests 
compared to those in high-spending schools, when controlling for students' socioeconomic status 
and other variables (Gaudet, 1994; Sedlacek, 1995). 

The Effects of the Merit-Aid Programs 

Because of the strong association between socioeconomic characteristics and test 
performance, we would expect to see substantial variations in the distribution of scholarships in 
Florida and Michigan, which are based on test performance. And that is exactly what we found. 
Our data demonstrate a very strong relationship between socioeconomic characteristics and the 
rate at which students qualify for merit scholarships in Florida and Michigan. In both states, 
African Americans and Hispanics qualify for the scholarships at rates well below those of white 
and Asian American students (see Table 2-2). In Florida, while the overall scholarship rate was 
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26 percent, the rates for each group ranged from a low of under 9 percent of all African 
American high school graduates to a high of 43 percent of Asian/Pacific Islander graduates. 
While white students represented 61 percent of all high school graduates in the state, they were 
77 percent of the scholarship recipients/ Differences were also seen in the type of Bright Futures 
scholarship (described in more detail in Table 2-1) for which students qualified. While 31 
percent of whites and 38 percent of Asian Americans qualified for the Florida Academic Scholar 
award, the highest award level, only 12 percent and 23 percent of African Americans and 
Hispanics, respectively, qualified for that same award. 



Table 2-2: Scholarship Rates for Florida 1998 Public High School Graduates 



Race 


High School 
Graduates 


% of Total 
Graduates 


# of Award 
Recipients 


Scholarship 

Rate 


% of All 
Recipients 


Native American 


196 


0.2% 


55 


28.1% 


0.2% 


Asian/Pacific Islander 


2,695 


2.8 


1,145 


42.5 


4.5 


African American 


21,195 


21.7 


1,893 


8.9 


7.5 


Hispanic 


13,818 


14.2 


2,527 


18.3 


10.0 


White 


59,637 


61.1 


19,331 


32.4 


76.8 


Multiracial* 


- 


- 


67 


- 


0.3 


Other* 


- 


- 


157 


- 


0.6 


Total 


97,541 


100.0 


25,175 


25.8 


100.0 



* While the Postsecondary Education Planning Commission allows students to indicate their race as “other” or “multiracial,” the 
state Department of Education does not use these categories. Students with missing race data are excluded from the 
calculations. 



Source: Authors’ calculations. 



The patterns are similar in Michigan (Table 2-3). 4 The scholarship qualification rates 
ranged from a low of 8 percent of African Americans to a high of 52 percent of Asian/Pacific 
Islander students. Of those Michigan students eligible to receive the awards, over 93 percent 
qualified for the scholarships by scoring at the required levels on all four MEAP tests. 
Approximately 6.5 percent qualified by passing two of the MEAP tests and scoring in the top 25 
percent nationally on the ACT, and 0.15 percent qualified via the MEAP and SAT. No students 
qualified via the MEAP and WorkKeys test. 



31 




27 



Who Should We Help? The Negative Social Consequences of Merit Scholarships 



Table 2-3: Scholarship Qualification Rates for Michigan 1999 11 th Graders in Public 
Schools 



Race 


Grade 1 1 
Enrollment 


% of Total 


# of Award 
Recipients 


Qualification 

Rate 


% of All 
Recipients 


Native American 


1,191 


1.1% 


219 


18.4% 


0.6% 


Asian/Pacific Islander 


1,855 


1.6 


964 


52.0 


2.7 


African American 


15,360 


13.6 


1,217 


7.9 


3.5 


Hispanic 


2,445 


2.2 


601 


24.6 


1.7 


White 


90,980 


80.4 


30,729 


33.8 


87.6 


Multiracial 


1,294 


1.1 


599 


46.3 


1.7 


Other* 




0.0 


745 


- 


2.1 


Total 


113,125 


100.0 


35,074 


31.0 


100.0 



* While the MEAP tests allow students to indicate their race as “other,” the state Department of Education does not use this 
category for enrollment reports. Students with missing race data are excluded from the calculations. 

Source: Authors’ calculations. 



The large disparities in scholarship rates are similar for the two states, with white and 
Asian American students much more likely to receive scholarship aid than African American and 
Hispanic students (Figure 2-1). 

Figure 2-1: Scholarship Rates by Race 

Note: Florida did not record Bright Futures recipients as “multiracial,” thus a scholarship rate cannot be calculated for that group. 
Source: Authors’ calculations. 



Native American 



28 % 



18% 



Asian/Pacific Islander 



African American 



42 % 



Hispanic 



White 



52 % 




25 % 



I Florida 



□ Michigan 



| 32 % 

34 % 



Multiracial 



| 46 % 



0% 



10 % 20 % 30 % 40 % 

Scholarship Rate 



50 % 



60 % 





32 



28 



Merit Scholarships and College Access: Evidence from Florida and Michigan 



There is also a strong relationship between the income levels in the communities in 
which students attend school, as measured by the proportion of students who qualify for free or 
reduced-price lunch under the National School Lunch Program (herein designated as “free 
lunch”), and the probability that a student would earn a scholarship. 

We divided the public high schools in each state into quintiles based on the percentage of 
students in each school who qualified for free lunch. The scholarship rates of each group are 
shown in Table 2-4. 



Table 2-4: Scholarship Rates by High School Free Lunch Quintile 



Quintile 


Florida 


Michigan 


1 st quintile (schools with fewest students receiving free 
lunch) 


28.4% 


45.6% 


2 nd quintile 


24.1 


43.7 


3 rd quintile 


20.3 


38.9 


4 th quintile 


19.1 


30.2 


5 th quintile (schools with most students receiving free 
lunch) 


11.1 


16.4 


Correlation of school free lunch percentage and school 
scholarship rate 


-0.58 

(p<.001) 


o 

o 



Note; The analyses were weighted by the number of graduating seniors in each high school. 
Source: Authors’ calculations. 



In an effort to determine the relationship between the distribution of scholarship awards 
and the college attendance patterns of high schools in the state, we examined the college-going 
rates of high schools in each of the two states, and found that the greater proportion of the 
awards have been distributed to students in high schools with higher college-participation rates 
(before implementation of the merit scholarship programs). As a result, we conclude that the 
impact of the merit-aid programs on college access is likely to be much less than those 
scholarship programs that target their awards to students based on financial need. 

To determine college-going rates, we used data on the number of students who continued 
on to postsecondary education after graduating from high school for the academic year before 
implementation of the merit scholarship program (1995-96 in Florida, averages of the 1996-97 
through 1998-99 rates in Michigan). We divided the high schools into quintiles, based on their 
college attendance rates before implementation of the merit scholarship programs. We then 
compared the scholarship rates of the schools in each group. Table 2-5 presents the scholarship 
rates for the high schools in each state, arranged by the high school’s college participation 
quintile. 5 Schools with the highest proportion of students attending college (before 
implementation of the state’s merit scholarship program) had the highest percentage of students 
receiving a scholarship. 
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Table 2-5: Scholarship Rates by High School College Participation Rate Quintile 



Quintile 


Florida 


Michigan 


1 st quintile (highest college participation rate) 


26.1% 


44.0% 


2 nd quintile 


20.4 


37.5 


3 rd quintile 


17.4 


39.1 


4 th quintile 


9.6 


34.7 


5 th quintile (lowest college participation rate) 


5.2 


25.4 


Correlation of school college participation rate and 
school scholarship rate 


0.58 

(p<.001) 


0.34 

(p<001) 



Note: The analyses were weighted by the number of graduating seniors in each high school. 
Source: Authors’ calculations. 



A few sample high schools can help to illustrate this conclusion (Table 2-6). Grosse lie 
High School, located in a wealthy suburb of Detroit, sent 94 percent of its students on to some 
form of postsecondary education before the scholarship program was implemented. Thus, the 
scholarship program could have induced at most the remaining 6 percent of the graduates in that 
school to attend college. 6 However, 64 percent of the students in this school qualified for 
scholarships, indicating that at least 58 percent of the scholarships went to students who would 
likely have been college-bound anyway. In contrast, Hamtramck and River Rouge high schools 
are located in poor communities near Detroit. Less than 40 percent of the students in these 
schools attended college before the implementation of the scholarship program. Yet less than 15 
percent in each qualified for the scholarships. It should be noted here the possibility that the 
scholarships could have had some impact on college choice among these students. For example, 
the $2,500 award may have induced a student who otherwise would have enrolled in a 
community college to enroll instead in a 4-year institution. But increasing college choice was not 
a legislated goal of the program; increasing college access was. 



Table 2-6: College Participation and Scholarship Rates in Michigan Public High Schools 



High School 


College Participation Rate 


Scholarship Rate 


Statewide average 


73% 


37% 


Grosse lie HS 


94 


64 


Farmington HS 


93 


69 


Community HS (Ann Arbor) 


93 


60 


Calumet HS 


95 


80 


River Rouge HS 


37 


8 


Hamtramck HS 


30 


14 


Roseville HS 


35 


20 


Madison HS 


44 


14 



Note: The statewide averages were weighted by the number of graduating seniors in each high school. Each high school shown 
had a graduating class of at least 90 students. 

Source: Michigan Department of Education (1999) and authors’ calculations. 
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Similar patterns can be seen among Florida high schools (Table 2-7). Unlike the 
Michigan program, the Florida Bright Futures program does not have as one of its legislated 
goals increasing college access; rewarding academic achievement is the sole goal (Florida Bright 
Futures Scholarship Program, 1997). Yet like the Michigan program, it is quite apparent that 
many of the scholarships are likely being awarded to students who would attend college even 
without the scholarship assistance. 



Table 2-7: College Participation and Scholarship Rates in Florida Public High Schools 



High School 


College Participation Rate 


Scholarship Rate 


Statewide average 


50% 


21% 


Stanton Prep (Jacksonville) 


74 


58 


Mast Academy (Key Biscay ne) 


73 


42 


Lincoln Park Academy (Ft. Pierce) 


70 


43 


Seminole HS 


70 


41 


Hollins HS (St. Petersburg) 


39 


9 


Edison HS (Miami) 


39 


1 


Shanks HS (Quincy) 


36 


7 


Andrew Jackson HS (Jacksonville) 


34 


7 



Note: The statewide averages were weighted by the number of graduating seniors m each high school. Each high school shown 
had a graduating class of at least 100 students. 

Source: Florida Department of Education (2001b) and authors’ calculations. 



Conclusion 

Our data show that the groups of students least likely to be awarded these scholarships 
are the populations who have traditionally been underrepresented in higher education. Data on 
college participation rates by race indicate a large disparity between white and Asian American 
students, who have higher college-going rates, and African Americans and Hispanics, who 
attend college at lower rates (Heller, 1999b; Koretz, 1990). Other studies have demonstrated the 
gap in college participation by income level (Advisory Committee on Student Financial 
Assistance, 2001; Ellwood & Kane, 1999; Mortenson, 2000). 

There do not appear to be large differences in the criteria used for awarding the 
scholarships in the two states, and the resulting distribution of the awards. Overall, a higher 
percentage of students in Michigan than in Florida were awarded scholarships, but the 
distributional effects within the two states were very similar. The difference between the use of a 
statewide criterion-referenced test (in Michigan) and the use of high school grades and national 
standardized tests (in Florida) was negligible. 

As described in Chapter 1, merit scholarship programs like those in Florida and Michigan 
have proven to be quite popular in recent years. As these programs crowd out need-based 
scholarship programs, which traditionally have focused their awards on students who require 
financial assistance to attend college, it is likely that college access among lower income 
students will suffer. Merit scholarship programs are likely to exacerbate, rather than help 
remedy, college enrollment gaps in the United States. 

The racial disparity in the scholarship awards in Michigan has formed the basis of a 
federal lawsuit challenging the legality of the program. A coalition of groups, headed by the 
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American Civil Liberties Union of Michigan, filed the suit in 2000 ( White et al. vs. Engler et 
al.\ alleging that the program violates Title VI of the Civil Rights Act of 1964, and the 14 th 
Amendment to the U.S. Constitution. The case is expected to go to trial later in 2002. 

While merit scholarship programs have broad political support and possess wide popular 
appeal, policymakers need to be aware of the distortional impact of such programs and the 
concomitant negative implications for the expansion of equality of educational opportunity. 
States should consider the criteria that are used in the awarding of merit scholarships and create 
eligibility standards that promote equitable access to an increasingly large share of student 
financial aid expenditures. 



Merit Scholarships and College Access: Evidence from Florida and Michigan 



Appendix - Data Sources 

The Michigan student-level data were obtained from the Michigan Merit Award Board 
(National Computer Systems, 1999). Additional data were acquired from the Michigan School 
Report (MSR), which includes data on enrollments, graduates, and college participation rates of 
public high schools in the state (Michigan Department of Education, 1999). The Florida 
scholarship data were provided to the researchers by the Florida Postsecondary Education 
Planning Commission. Both the Michigan and Florida Departments of Education report data on 
the number of graduates of public high schools each year and, among those graduates, how many 
enroll in postsecondary education the subsequent fall (Florida Department of Education, 2001b; 
Michigan Department of Education, 1999). Additional high school-level data from both states 
were obtained from the Common Core of Data files from the National Center for Education 
Statistics (National Center for Education Statistics, 2001). 



37 




33 



Who Should We Help? The Negative Social Consequences of Merit Scholarships 



References 

Advisory Committee on Student Financial Assistance (2001). Access denied: Restoring the 
nation's commitment to equal educational opportunity. Washington, DC: U.S. 
Department of Education. 

Becker, G. S. (1993). Human capital: A theoretical and empirical analysis with special 
reference to education (3rd ed.). Chicago: University of Chicago Press. 

Bruschi, B. A., & Anderson, B. T. (1994). Gender and ethnic differences in science achievement 
of nine-, thirteen-, and seventeen-year-old students. Paper presented at the Annual 
Meeting of the Eastern Educational Research Association, Sarasota, FL (ERIC No. 
ED382751). 

Donahue, P. L., Voekl, K. E., Campbell, J. R., & Mazzeo, J. (1999). NAEP 1998 reading report 
card for the nation and states (NCES 1999-500). Washington, DC: U.S. Department of 
Education, National Center for Education Statistics. 

Ellwood, D. T., & Kane, T. J. (1999). Who is getting a college education? Family background 
and the growing gaps in enrollment. Cambridge, MA: Harvard University, Kennedy 
School of Government. 

Florida Bright Futures Scholarship Program, Florida Statutes, 240.40201 §10 (1997). 

Florida Department of Education. (2001a). Annual report to the commissioner 2000-2001. 
Tallahassee: Office of Student Financial Assistance. 

Florida Department of Education (2001b). Florida Education & Training Placement Information 
Program 1995-96 high school graduates by district , [http://www.firn.edu/doe/cgi- 
bin/instruct.pl?urK./weois/fetpip/pdf/ hg9596d.pdf]. Tallahassee: Author. 

Gaudet, R. D. (1994). The impact of school spending on student achievement: Results of MEAP 
statewide tests. New England Journal of Public Policy, 10( 1 ), 9-28. 

Greenwald, E. A., Persky, H. R., Campbell, J. R., & Mazzeo, J. (1999). NAEP 1998 writing: 
Report card for the nation and the states (NCES 1999-462). Washington, DC: U.S. 
Department of Education, National Center for Education Statistics. 

Hedges, L. V., & Nowell, A. (1999). Changes in the black-white gap in achievement test scores. 
Sociology of Education, 72 , 111-135. 

Heller, D. E. (1997). Student price response in higher education: An update to Leslie and 
Brinkman. Journal of Higher Education, 68(6), 624-659. 

Heller, D. E. (1999a). The effects of tuition and state financial aid on public college enrollment. 
The Review of Higher Education, 25(1), 65-89. 

Heller, D. E. (1999b). Racial equity in college participation: African American students in the 
United States. Review of African American Education, 7(1), 5-29. 

Jackson, G. A., & Weathersby, G. B. (1975). Individual demand for higher education. Journal of 
Higher Education, 46(6), 623-652. 

Koretz, D. (1990). Trends in the postsecondary enrollment of minorities. Santa Monica, CA: The 
RAND Corporation. 

Lee, J. (1998). State policy correlates of the achievement gap among racial and social groups. 
Studies in Educational Evaluation, 24(2), 137-152. 

Leslie, L. L., & Brinkman, P. T. (1988). The economic value of higher education. Washington, 
DC: American Council on Education. 

Michigan Department of Education (1999). 1999 Michigan school report, 
[http://www.mde.state.mi.us/reports/msr/]. Lansing: Author. 

38 




34 



Merit Scholarships and College Access: Evidence from Florida and Michigan 



Michigan Department of Treasury (2000). Class of 2000 begins receiving $2,500 awards. 
Lansing: Author. 

Michigan Merit Award Scholarship Act, 390.1451 (1999). 

Mortenson, T. G. (2000). Higher educational opportunity by family income 1998. Postsecondary 
Education OPPORTUNITY, 94, 1-10. 

National Center for Education Statistics (2001). Common Core of Data. Washington, DC: U.S. 
Department of Education. 

National Computer Systems. (1999). MEAT - HST, spring 1999 anonymous pupil file. Lansing: 
Michigan Department of Education [distributor]. 

Orfield, G. (1994). The growth of segregation in American schools: Changing patterns of 
segregation and poverty since 1968. Equity and Excellence in Education , 27(1), 5-8. 

O’Sullivan, C. Y., Reese, C. M., & Mazzeo, J. (1997). NAEP 1996 science: Report card for the 
nation and the states (NCES 97-497). Washington, DC: U.S. Department of Education, 
National Center for Education Statistics. 

Postsecondary Education Planning Commission. (1999). Florida's Bright Futures Scholarship 
Program: A baseline evaluation. Tallahassee, FL: Author. 

Reese, C. M., Miller, K. E., Mazzeo, J., & Dossey, J. A. (1997). NAEP 1996 mathematics report 
card for the nation and states: Findings from the National Assessment of Educational 
Progress (NCES 97-488). Washington, DC: U.S. Department of Education, National 
Center for Education Statistics. 

Schultz, T. W. (1963). The economic value of education. New York: Columbia University Press. 

Sedlacek, D. A. (1995). Using HLM and NAEP data to explore school correlates of 1990 

mathematics and geometry achievement in grades 4, 8, 12 - Methodology and results 
(NCES 95-697). Washington, DC: U.S. Department of Education, National Center for 
Education Statistics. 

St. John, E. P. (1990). Price response in enrollment decisions: An analysis of the High School 
and Beyond sophomore cohort. Research in Higher Education , 57(2), 161-176. 

White et al. v. Engler et al., No. 00-CV-72882-DT (U.S. District Court, E.D. Michigan, 

Southern Division filed June 28, 2000). 



39 




35 



Who Should We Help? The Negative Social Consequences of Merit Scholarships 



Notes 



For the first cohort of students, the qualifying SAT combined score was 1 170 and the ACT composite score 
was 24. The WorkKeys test assesses individuals’ knowledge of workplace skills, and is often taken by students 
enrolled in vocational programs in secondary school. It tests skills in the areas of applied mathematics, applied 
technology, listening, locating information, observation, reading for information, teamwork, and writing. 
Students who qualify for a scholarship via the WorkKeys test can use the funds for postsecondary vocational or 
technical training only. 

2 The full $2,500 scholarship is awarded for students attending college or some other form of postsecondary 
training in Michigan. Students attending out-of-state institutions are eligible for a $1,000 award. In addition to 
these awards, students achieving certain scores on the 7 th and 8 th grade MEAP tests are eligible for up to an 
additional $500 in scholarship funding. 

3 The Florida data represent students who were first-year college students and used their scholarship in the 
1998-99 school year. Because the scholarships provide such a large percentage of tuition costs, and the students 
are clearly academically talented, we believe that these data are a good proxy of the overall rates at which 
students from different groups and in different high schools qualified for the scholarships. Because the Bright 
Futures program awards scholarships only to students attending college in Florida (public or private 
institutions), the data include only those students. Thus, there may be some bias in the measures presented here 
if there are differentials in the rate at which students from different racial groups or high schools migrate out of 
state to attend college. 

4 Because the MEAP tests are given in 1 1 th grade, the 1 1 th grade enrollment in the 1998-99 school year is used as 
the basis for calculating the qualification rates for the Michigan students. 

5 The Michigan data are based on high schools’ report of their graduates’ status in the fall following graduation 
from high school. Because the high schools do not report the data every year, we took the average rate from a 
three-year period. The Florida data are based on student-level enrollment records in public and private 
universities in Florida, and thus exclude students attending college outside of the state. 

6 This assumes, of course, no large behavioral changes in the college-going patterns of the students in this school 
due to other factors in the first year the program was implemented. 
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Introduction 

As described in the introduction to this report, a recent spate of large merit-based state 
scholarship programs, often funded by state lotteries, has raised concerns that the nation is 
turning away from the principle of ensuring access to college through need-based awards. 
Sponsors of the new programs deny this; although the merit-based programs are, by design, 
need-blind, many have been promoted as a means to increase college access. In New Mexico, for 
example, television advertisements promoting lottery tickets present a gowned graduate who tells 
us that she is the first in her family to attend college, and that she could not have done it without 
the lottery scholarship. Nevertheless, since academic performance is closely linked to family 
income, most merit programs will likely disproportionately benefit students from better off 
families. This tendency may exacerbate the under-representation of minority students in higher 
education. 

In this paper we evaluate the enrollment, academic, and retention effects of New 
Mexico’s lottery scholarship program using institution- and student-level data. We also compare 
the program effects by the race and Hispanic origin of students. Of particular interest is the 
response of Hispanics and Native Americans, given their relative prevalence in the New Mexico 
postsecondary student population (NMCHE, 2001). 

The New Mexico Lottery Success Scholarship 

The New Mexico state lottery funds “NM Success,” a broad-based scholarship program 
with very minimal criteria for eligibility. Between its inception in the fall of 1997 (with the first 
scholarships awarded to students attending college in the fall of 1998) and the spring of 2001, the 
program has benefited 13,980 students, who received a total of $40.5 million in aid. 

In contrast to Georgia’s HOPE (see Chapters 4, 5, and 6), Florida’s Bright Futures 
scholarships (see Chapter 2) and other similar programs which require a certain high school 
grade point average (GPA) to qualify for aid, NM Success scholarships are not awarded for high 
school performance. Instead, NM Success eligibility depends on college performance in a 
student’s first semester. Students who enroll in a public two- or four-year college in the next 
semester following their high school graduation, carry a full course load, and maintain at least a 
2.5 GPA, automatically receive a full scholarship to New Mexico state-supported institutions. 
Since students only become eligible in their second semester of the first year of college, most 
institutions provide a “bridging” scholarship, using essentially the same criteria for eligibility as 
NM Success. For example, the University of New Mexico (UNM) requires a high school GPA of 
at least 2.5 for its Bridge to Success Scholarship (Bridge). 

To maintain the scholarship, students must continue to maintain a 2.5 GPA, and enroll 
continuously and full-time. (The 2.5 GPA requirement is the lowest of any similar program. 
Georgia’s HOPE scholarship, for example, requires students to maintain a 3.0 GPA to qualify for 
aid.) After the first, qualifying semester, students may receive up to eight semesters’ tuition on 
NM Success. Students may postpone the award, maintain the award after transferring 
institutions, and receive an award after becoming ineligible for other aid. They may also, if their 
GPA dips below 2.5, re-establish eligibility after a probationary period. 

Predicted effects of NM Success 

It is a commonplace of economic theory that when the price falls, quantity demanded will 
rise. Nevertheless, the demand response depends crucially on the size of the price change and on 
the budget share devoted to the item. Although the pre-program (1996) tuition and fees at New 



43 




38 



Who Should We Help? The Negative Social Consequences of Merit Scholarships 



Mexico’s research universities — at more than $2,000 — were not insubstantial, costs at two-year 
colleges were much lower. For example, a community college a few blocks away from UNM 
charged less than $700 a year in tuition and fees; the New Mexico Junior College in Hobbs 
charged only $350. These figures suggest that the direct cost of entering college in New Mexico 
was relatively low even before NM Success began. 

Another price consideration is the size of tuition costs relative to other direct costs, such 
as textbooks and, more importantly, relative to the indirect (or opportunity) costs incurred by 
spending time in school that could otherwise be spent working for pay. For the 1996-97 
academic year, UNM tuition and fees made up only 17 percent of total college costs, including 
books, transportation and opportunity costs. 1 For the neighboring community college, tuition and 
fees are only 7 percent of total college costs. 

Thus although NM Success reduces tuition to zero for eligible students, tuition at many 
New Mexico public institutions is low to begin with and makes up only a small share of total 
college costs. While the tuition cost may still be a barrier for the poorest students in the state, it is 
likely that the scholarship program would have little effect on college attendance rates other than 
these students. At the same time, though, the difference in tuition costs among New Mexico 
institutions is substantial. By eliminating the cost difference among institutions, the program 
allows students to choose among colleges based on quality alone, rather than trade off quality for 
cost. This change would presumably increase enrollments at UNM, at the expense of less 
prestigious two-year colleges. This was particularly likely given the near open-enrollment 
policies at UNM. The situation is reversed for students considering out-of-state options: the 
scholarship program increases the cost difference between in- and out-of-state colleges. This 
change would have induced students to attend in-state colleges. 

Aside from the predicted enrollment effects, the legislated requirements of NM Success 
should also induce changes in attendance and academic performance. By requiring students to 
enroll continuously to keep the scholarship, the program should improve retention at in-state 
institutions. At the same time, the requirement that students maintain a 2.5 grade point average, 
which is higher than the 1 .7 GPA required for freshmen to maintain good academic standing at 
UNM, may encourage students to study harder to ensure that they continue to receive aid (Betts, 
1997). Alternatively, the performance criterion may lead to grade inflation, or may induce 
students to take less-demanding courses or hours (Dynarski, 2000; Bugler, Henry & Rubenstein, 
1999). 

Empirical approach 

To investigate whether these predicted effects actually happened, we perform a 
straightforward comparison of enrollment rates and student characteristics before and after the 
inception of the scholarship program. NM Success is a natural experiment: those who were 
eligible for a Success scholarship due to the timing of their high school graduation comprise the 
treatment group and those who could not receive a scholarship because they graduated from high 
school before the program began comprise the control group. As with any natural experiment, 
the validity of our results depends crucially on the similarity of the treatment and control groups 
(Meyer, 1995). The problem is that measurable differences between the groups may result from 
changes over time other than the treatment. 



1 Assuming that an employed high school graduate can cover the room, board, and miscellaneous expenses of a 
student, vve use UNM Financial Aid Office budgets for these expenditures as an approximation of the opportunity 
costs. 



44 




39 



Incentive Effects of New Mexico’s Merit-Based State Scholarship Program: Who Responds and How? 



In order to compensate for this possibility, we also use the enrollment experience of other 
states as a control (similar to the methodologies used in Chapters 4 and 5). We also found that 
alternative explanations for the changes in enrollments after implementation ofNM Success, 
such as changes in income distribution, are inconsistent with the enrollment changes we observe 
(Binder & Ganderton, 2002). 

State level effects 

The comparisons of pre-program and post-program enrollment rates suggest that NM 
Success did not change the college-going rates of New Mexico students. Using the Integrated 
Postsecondary Education Data System (IPEDS) to identify freshmen enrollments of recent high 
school graduates by state of residence in all United States accredited, two-year or higher, degree- 
granting institutions, we found that the increase in postsecondary enrollment of New Mexico 
students between 1996 and 1998, the first year NM Success took effect, shows no discontinuity 
with the trend of rising enrollments prior to the lottery program (Figure 3-1). Moreover, there is 
no significant difference between the trends for New Mexico students and those for students 
from Arizona and Colorado, two neighboring states that, like New Mexico, have relatively small 
populations for the land area and share a natural resources-based economy. 



Figure 3-1: Total College Enrollment Rates of Public High School Graduates 

Source: IPEDS. 




And, although the 2000 IPEDS data are not yet available, the New Mexico Commission 
on Higher Education reports that enrollment at all in-state institutions rose by only two percent 
between 1998 and 2000. This was the smallest increase of any two-year period between 1992 
and 2000. It is unlikely, then, that a large enrollment response to NM Success was merely 
delayed (NMCHE, 2001). The program, therefore, did not expand access to college for New 
Mexican high school graduates. 

Enrollment rates for in-state institutions tell a different story. From 1992 through 1998, 
all three states posted remarkably similar rates, but in 1998, New Mexico experienced a decided 
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increase — a seven percentage point rise, representing a 16 percent increase from the pre-program 
mean (Figure 3-2). Clearly, NM Success produced a significant diversion of students away from 
out-of-state colleges. 



Figure 3-2: In-State College Enrollment Rates of Public High School Graduates 

Source: IPEDS. 




At the same time, the program appears to have prompted a shift from two-year 
institutions to four-year institutions within New Mexico (Figures 3-3 and 3-4). Compared with 
Arizona and Colorado, New Mexico shows a sharp drop in two-year college enrollments 
between 1996 and 1998, and a sharp increase in four-year college enrollments during that period. 
This trend, as well as the steep increase in in-state enrollments, is similar to the effects seen in 
Georgia following the introduction of the HOPE scholarship (see Chapters 4 and 5). 
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Figure 3-3: In-State Enrollment Rates for Two-Year Institutions 

Source: IPEDS. 




Figure 3-4: In-State Enrollment Rates for Four-Year Institutions 

Source: IPEDS. 




Student responses 

While the state-level data show that NM Success did not increase college access, data 
from the University of New Mexico, the state’s largest institution of higher education, also 
suggest that the program did not benefit all students equally. The university’s “Freshmen 
tracking system” (Chisholm, 2000) shows that the overwhelming majority of freshmen qualify 
for Bridge to Success scholarships, which are based on high school grades; 83 percent of 
entering freshmen women and 86 percent of entering freshmen men earned the awards in the first 
year of the program (Table 3-1). However, substantially fewer students — 62 percent of women 
and 51 percent of men — earned the Success scholarships in the second semester, indicating that 
large numbers of students failed to maintain a 2.5 GPA or failed to enroll continuously. 
Scholarship loss is particularly acute among minority men: coverage drops 44 percent for 
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Hispanic men, and nearly two-thirds for African American and Native American men. As a 
result, although the recipients of the Bridge scholarships mirror the overall student body, non- 
Hispanic whites and students from better-off families are slightly over-represented in the Success 
program (Table 3-2). 

Table 3-1: Share of 1998 and 1999 Incoming In-State Freshmen Receiving Bridge (1 st 
Semester) and Lottery (2 nd Semester) Scholarships by Race, Hispanic Origin and G ender 

White, Native African 

Non- Hispanic American Asian American Total 
Hispanic 

Men 

Bridge .84 .88 

Lottery .53 .49 

Women 

Bridge .81 .84 

Lottery .66 .59 

Source: UNM Freshman Tracking System (Chisholm, 2000). 



92 


.83 


.93 


.86 


34 


.56 


.33 


.51 



90 


.80 


.89 


.83 


.48 


.70 


.54 


.62 



Table 3-2: Distribution of All In-State Recent High School Graduates and Lottery and 



Bridge Recipients Who Entered UNM in 1998 and 1999 





All 


Bridge 


Lottery 


Men 


.42 


.43 


.37 


Women 


.58 


.57 


.63 


White Non-Hispanic 


.50 


.49 


.53 


Hispanic 


.39 


.40 


.38 


Native American 


.04 


.05 


.03 


Asian 


.04 


.04 


.04 


African American 


.03 


.03 


.02 


Family Income 


More than $40,000 


.75 


.75 


.78 


$40,000 or less 


.25 


.25 


.22 


$20,000 or less 


.11 


.11 


.10 



Source: UNM Freshman Tracking System (Chisholm, 2000). 
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Based on the analysis of the state-level data, it is possible that many of the scholarship 
recipients might have attended out-of-state institutions or lower-cost alternatives in the absence 
of the program. To find out if this is the case, we compare the characteristics of students who 
entered the university before the program took effect with those who entered after it was 
established, controlling for changes in the composition of the student body. 

Overall, enrollments rose 78 percent over the pre-program average class size (Table 3-3). 
Although enrollments rose for all race and Hispanic origin groups, non-Hispanic whites and 
African Americans experienced the largest percentage increases. This differential response led to 
a slight increase in the distribution of whites in entering freshman classes compared with pre- 
program cohorts. The program appears to have increased the representation of women, and 
especially Hispanic women, relative to the pre-program trend. Perhaps these groups had been 
more likely to attend college out of state, or to enroll in two-year colleges, before NM Success 
altered the price differences between these institution types. 

Scholarship cohorts had lower high school GPAs, especially after controlling for a pre- 
program upward trend in grades. The fall in GPAs was especially pronounced for whites and 
Hispanics. Hispanics also registered the largest increase in the proportion of students with low 
ACT scores, although all groups, with the exception of African Americans, had higher 
proportions of low ACT scorers after the scholarship program took effect. The larger proportion 
of low ACT scorers reduced the proportion of high ACT scorers for whites and Hispanics, and 
average ACT scorers for Native Americans and Asians. In any case, it is clear that the Success 
program disproportionately attracted students with lower academic credentials to the University 
of New Mexico. 
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Table 3-3: In-State Freshmen Entering UNM Before and After Inception of Lottery 
Scholarship Program: Characteristics and Differences by Race and Hispanic Origin 



White, Native African 





Total 3 


Non- 

Hispanic 


Hispanic 


American 


Asian 


American 


Entering Before 


1271 


611 


511 


63 


60 


27 


freshmen class 

size After 


2237 


1120 


878 


99 


86 


56 


Increase (%) 


966 (78%) 


509 (83%) 


367 (72%) 


36 (57%) 


26 (43%) 


29 (107%) 


Enrollment share Before 


- 


.480 


.402 


.049 


.047 


.021 


After 


- 


.500 


.392 


.044 


.038 


.025 


Corrected difference 


- 


+■ 

o 

(N 

O 


-.010 


-.005 


-.009* 


.004* 


Proportion Before 

Female 


.577 


.563 


.582 


.665 


.567 


.588 


After 


.577 


.549 


.607 


.629 


.544 


.625 


Corrected difference 


.055* T 


-.014 


.025** 


-.035 


-.023 


.038 


High School Before 


3.32 


3.35 


3.29 


3.21 


3.48 


3.06 


GPA 

After 


3.26 


3.30 


3.23 


3.12 


3.39 


3.11 


Corrected difference 


-0.24* T 


-0.27* T 


-0.22* T 


-0.09* 


i 

o 

© 

-*• 


0.05 


ACT higher than Before 


.372 


.481 


.273 


.170 


.317 


.363 


24 

After 


.313 


.406 


.206 


.203 


.357 


.259 


Corrected difference 


-.058* 


-.140* 


-.067* 


.033 


.040 


-.104* 


ACT between 20 Before 


.370 


.347 


.393 


.399 


.389 


.325 


and 24, inclusive 

After 


.373 


.387 


.381 


.274 


.281 


.268 


Corrected difference 


.003 


.040* 


-.093* 


-.125* 


-.108* 


.341* 


ACT lower than Before 


.259 


.172 


.334 


.431 


.294 


.313 


20 

After 


.314 


.206 


.413 


.523 


.363 


.473 


Corrected difference 


.102* 


.034* 


.207* 


.092* 


.068J 


-.423* 



Note: Sample excludes students who are not recent high school graduates. “Before” rows show the average for students entering 
UNM in the Fall semester of 1994, 1995 and 1996. “After” rows show the average for students entering the Fall semester of 1998 
and 1999. Differences are estimated with OLS regression models. T denotes variables that exhibit a significant pre-program trend; 
estimated differences are relative to this trend 

* Statistically significant program effect at the 5% level, ^e 10% level, ^the 15% level, and the *20% level. 
a May not sum due to rounding. 

Source: UNM Freshman Tracking System (Chisholm, 2000). 
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The program also appears to have resulted in attracting higher-income students to UNM. 
Although students from all family income backgrounds increased their enrollments at the 
university, overall, and for most groups, those with family incomes of more than $40,000 had the 
largest enrollment response (Table 3-4). The exception is the Native American group, which 
alone among racial and ethnic groups increased its relative distribution of low-income students. 
Although the overall representation of students with family incomes of under $40,000 and 
$20,000 is relatively low at 28 and 14 percent, respectively, in pre-program classes, the 
distribution varies sharply by group. Compare, for example, whites, Hispanics and Native 
Americans, whose under-$40,000 representation lies at 19, 35, and 41 percent, respectively. 
Although all income groups increased their enrollments, clearly the scholarship program 
disproportionately attracted higher income students. 

Taken together, these two trends — increases in the proportion of lower-ability students 
and higher-income students — suggests that the scholarship program produced a freshman class at 
UNM that was wealthier and less academically prepared. Among whites, Hispanics, and Native 
Americans, the proportion of high-income, high-ability students fell after the program was in 
place, and for whites and Hispanics, high ability students in all income categories became less 
prevalent (Table 3-5). Notably, the high ability, low-income group became more prevalent for 
Native Americans. Anecdotal evidence provided by the director of American Indian Student 
Services at UNM suggests that the lottery scholarship made UNM a “better deal,” relative to out- 
of-state institutions they might otherwise have chosen. 

What were the effects of the scholarship program on student performance? First-semester 
GPA increased, but the number of hours completed went down, which suggests that students 
may have taken fewer courses in order to keep their grades up (Table 3-6). But the retention rate 
from first semester to second semester declined significantly, for students overall, and for whites 
and Hispanics in particular. Once again, though, Native Americans, proved an exception, 
exhibiting a higher retention rate after the program’s inception. 
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Table 3-4: Student Enrollment Responses by Family Income, Race and Hispanic 


Origin 








White, 




Native 




African 






TOTAL 


Non- 
Hi spanic 


Hispanic 


American 


Asian 


American 


Family income greater than 40k 












Average 


Before 


914 


493 


332 


37 


38 


14 


class size 


After 


1676 


932 


598 


55 


59 


33 




Increase (%) 


762 (83%) 


439 (89%) 


266 (80%) 


18(49%) 


21 (55%) 


19(136%) 


Share of 


Before 


.719 


.808 


.649 


.590 


.628 


.512 


(column) 

group 


After 


.749 


.832 


.681 


.558 


.690 


.589 


Corrected difference 


.030* 


.024* 


.032* 


.032 


.396* T 


.077 


Family income equal to or less than $40,000 










Average 


Before 


358 


117 


179 


26 


22 


13 


class size 


After 


561 


188 


280 


44 


27 


23 




Increase (%) 


203 (57%) 


71 (61%) 


101 (56%) 


1 8 (69%) 


5 (23%) 


10(77%) 


Share of 


Before 


.281 


.192 


.351 


.410 


.372 


.488 


(column) 

group 


After 


.251 


.168 


.319 


.442 


.310 


.411 


Corrected difference 


-.031* 


-.024* 


-.032 f 


.032 


-.396* T 


-.077 


Family income equal to or less than $20,000 










Average 


Before 


178 


57 


87 


14 


13 


7 


class size 


After 


244 


77 


1 19 


22 


14 


13 




Increase (%) 


64 (34%) 


20 (35%) 


32 (37%) 


8 (57%) 


1(8%) 


6 (86%) 


Share of 


Before 


.140 


.093 


.170 


.223 


.222 


.250 


(column) 

group 


After 


.109 


.068 


.135 


.223 


.164 


.223 


Corrected difference 


-.031* 


-.024* 


-.035* 


0 


-.058* 


-.027 



Note: All students are residents of New Mexico and recent high school graduates. “Before” rows show the average for students 
entering UNM in the Fall semester of 1994, 1995 and 1996. “After” rows show the average for students entering the Fall 
semester of 1998 and 1999. Differences are estimated with OLS regression models. T denotes variables that exhibit a significant 
pre-program trend; estimated differences are relative to this trend. 

* Statistically significant program effect at the 5% level, f the 10% level, ft the 1 5% level, and the *20% level. 

Source: UNM Freshman Tracking System (Chisholm, 2000). 
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Table 3-5: Program Differences in the Distribution of Income and Ability Groups by Race 
and Hispanic Origin 





Total 


White, Non- 
Hispanic 


Hispanic 


Native 

American 


Asian 


African 

American 


Family income more than $40,000 












High ability 


-.036* 


-.120* T 


-.037* 


-.081* T 


.226* 


-.056 


Average ability 


.015 n 


.113* T 


-.125* T 


-.109* 


-.034 


.374* T 


Low ability 


.093* T 


.035* 


.145* T 


.036 


.304* T 


-.306* T 


Family income $40,000 or less 












High ability 


-.023* 


-.021* 


-.030* 


.134* T 


.021 


-.048 


Average ability 


-.012* 


-.002 ■ 


-.011 


-.016 


-.074* 


-.093* 


Low ability 


.005 


-.001 


.062* T 


.056* 


-.270* T 


.064 


Family income $20,000 or less 












High ability 


-.016* 


-.017* 


-.020* 


.090* T 


.008 


-.034 


Average ability 


-.006 tt 


-.002 


.028* T 


-.018 


-.043* 


.000 


Low ability 


-.oos 1. 


ft 

-.010 M 


-.010 


.025 


-.023 


.007 



Note: All students are New Mexico residents and recent high school graduates. Ability categories reflect ACT scores as follows: 
High > 24, Medium 20-24 and Low <20. Differences are estimated with OLS regression models. T denotes variables that exhibit 
a significant pre-program trend; estimated differences are relative to this trend. 

* Statistically significant program effect at the 5% level, f the 10% level, n the 15% level, and the *20% level. 

Source: UNM Freshman Tracking System (Chisholm, 2000). 
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Table 3-6: College Performance Measures Before and after Inception of Lottery 




Scholarship Program and Corrected Differences, by Race and Hispanic 


Origin 






Total 


White, 


Hispanic 


Native 


Asian 


African 






Non- 

Hispanic 




American 




American 


1 st Semester Before 


14.0 


14.0 


13.8 


13.5 


14.6 


13.8 


registered hours 

After 


13.8 


13.7 


13.8 


13.5 


13.9 


13.8 


Corrected difference 


-0.1* 


-0.3* 


0 


0 


-0.7* 


0.1 


1 st Semester Before 


11.9 


12.1 


11.5 


10.8 


12.5 


10.5 


completed hours 

After 


11.1 


11.7 


10.6 


10.0 


10.6 


10.2 


Corrected difference 


-0.5* 


-0.4* 


-0.5* 


-0.6* 


-1.1* 


-.9” 


1 st Semester G PA Before 


2.57 


2.62 


2.49 


2.22 


2.86 


2.30 


After 


2.57 


2.63 


2.52 


2.27 


2.70 


2.55 


Corrected difference 


0.06* 


0.05* 


0.07* 


0.13 


-0.02 


0.07 


Retention rate Before 


.899 


.877 


.905 


.867 


.927 


.886 


from 1 st to 2 nd 

semester After 


.856 


.843 


.852 


.917 


.935 


.879 


Corrected difference 


-.037* 


-.041* 


-.050* 


.053* 


.024 


-.035 


2 nd Semester Before 


14.6 


14.6 


14.5 


14.2 


15.5 


14.4 


registered hours 

After 


14.3 


14.4 


14.1 


14.1 


14.6 


13.8 


Corrected difference 


-0.2* 


-0.2” 


0.3* 


0 


-0.7* 


-0.3 


2 nd Semester Before 


12.9 


13.0 


12.6 


11.7 


13.6 


12.2 


completed hours 

After 


12.4 


12.9 


12.0 


11.2 


12.4 


10.7 


Corrected difference 


-0.4* 


0 


-0.6* 


0.4 


0.7* 


-1.4* 


2 nd Semester GPA Before 


2.59 


2.68 


2.53 


2.00 


2.81 


2.29 


After 


2.58 


2.72 


2.47 


1.96 


2.74 


2.15 


Corrected difference 


0.04 t+ 


0.09* 


-0.01 


-0.02 


0.10 


-0.60* 


Retention rate Before 

from 1 st to 3 rd 


.723 


.698 


.727 


.573 


.812 


.693 


semester After 


.682 


.688 


.663 


.620 


.761 


.690 


Corrected difference 


-.028* 


-.020 


-.043* 


.020 


-.006 


-.036 



Note: All students are New Mexico residents and recent high school graduates. ‘'Before” rows show the average for students 
entering UNM in the Fall semester of 1994, 1995 and 1996. “After” rows show the average for students entering the Fall 
semester of 1998 and 1999. Corrected differences are adjusted for student characteristics and represent the difference from what 
would be expected in the absence of the scholarship program. 

* Statistically significant program effect at the 5% level, f the 10% level, ++ the 15% level, and the *20% level. 

Source: UNM Freshman Tracking System (Chisholm, 2000). 
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Conclusion 

As the advertisements for the NM Success program indicate, sponsors of the program 
maintain that the scholarships will enhance access to higher education, particularly for students 
who may not have considered going to college. Our study finds little evidence that the program 
has had this effect. We found that the program did not boost college attendance for New Mexico 
high school seniors, but that it did redirect students from out-of-state institutions to institutions in 
New Mexico, and from two-year colleges to four-year colleges and universities. 

Moreover, we found that the beneficiaries of the scholarships tended to be white students 
and students from higher-income families. The proportion of students at the University of New 
Mexico from lower-income families declined after the scholarship program was in place. 

We also found thatNM Success produced an increase in the proportion of lower-ability 
students at UNM. Notably, the attrition rate of first-year students increased after the program 
went into effect, perhaps a result of the poorer preparation of the freshmen class. Thus, although 
the scholarships appeared to encourage students to strive for more prestigious universities than 
they might otherwise have attended, the lower retention rate suggests that for many students 
these decisions may not have been the right ones. 

Given these results, it is worth asking whether the scholarship program, as it currently 
exists, represents wise public policy. Should the state continue to subsidize the college tuition of 
relatively affluent students? Or could the state target the aid to underserved groups in ways that 
would more efficiently enhance access to college for low-income, higher-ability students? 

Our findings also suggest that it is worth taking a close look at the scholarship program’s 
effects on Native Americans. In contrast to other groups, Native Americans increased their share 
of high ability students, especially in lower income groups. Their retention rates also rose in 
response to the scholarship. More research might shed light on why NM Success appears to be 
increasing college access for that group, and might suggest ways that the program can produce 
similar effects for others as well. 
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